B R‘\FT’I‘S M Re'H'fP’@’ENPA PIOR SERVICES

AGENCY THE BRITISH GOVERNMENT

REFERENCE DIVISION

May 1955 I.D. 1175
(Revised)

TAX STRUCTURE IN BRITAIN

This paper contains a sumary of Britain's
tax structure, Other information papers
on taxation, available free of charge, are:

"United Kingdom Income Tax" (I.D. 729)

"The Double Taxation Conventions" (I.D. 727)
"Death Duties in Britain" (I.D. 746)

"Retes of Duty and Purchase Tax" (I,D. &0)
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I. TAX STRICTURE

Taxation in Britain is levied at two levels, national and loocal. These
correspond to federal and local taxes in the United States. About 907 of all taxes
levied and collected in Britain are for the central government. There are no taxes
in Britain corresponding to those levied by the separate States in the United
States,

Central government texation in Britain comprises direct and indirect
taxation, and together with local ‘ba.x:atlon gbsorbs sbout 4G5 of Britain's national
inoome, This figure in 1938 was sbout 264, Indirect taxation (on beer and
tobacoo, for instance, and the purchase tax) is of great importance in Britain
providing sbout 45 per cent of total Central Govermment tax receipts.
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The relative importance of the different taxes in Brl'ta:m is shown in
Table I which gives itemized exchequer receipts.

Table T
REVINUE (Exchequer Receipts) ]
£ million
4931k 1954-55  1955-56 195556
Egtimate %
INLAND REVENUE
InGOme TH -.nu-v‘otnn-...o-rloln }4-309 1 893 O 138-477 39‘9
Smltax lll.......'l‘.ll"'...>.'.. 3.3 131{"7 1-:56 2.9
Estate, etec., Duties sivevveeee  27.4 187.9 185" 3.9
Stam D‘U-‘ties S 0GOS EPROSEOTECRLE OIS 1000 751 71{-' 1‘6
meit taxes ' sevoesseescensie b - ']728 '180' 3.8
Excexs meits Le'Vy R XY N] e 76 5 25 0'5
Other Inland REVENUE «veeencses el ) 11 —
TOTAL, INLAND REVENUE ....veenss 88,0  2,541.3 2,478 52,6
CUS’IO‘.M:S PescsssscssssssbsssRe e 35.5 '1,100.0 1,1:52 21{-10
E}@ISE -;poac-njanonoooocuou-aoo 59'5 771-6 796 17-0

MDTOR VEHICLE DUTTES “vo'vevveoes —-— 79.0 80 : 107

TOTAL TAX REVENUE +.vveevers.n 163.0  L,491.9 b 186 9543
NON-TAX REVENUE vuuevsvsucoeass _10.6 24,6.0 22l ko7

TOTAL ORDINARY FEVENUE vevevsea 173.6 Ly 737.9 4,710 100,0

xIncludes Excess Profits Tex

For source, see Appendix.

Direct Taxes: The receipts from the individual direct taxes are given _
under "Inland Revenue" in Table I. a

Indirect Taxes: Details of the yields from individual indirect taxes are
given in the following table.
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Table IT
CUSTOMS AND EXCISE DUTIES
£ million
Net Receipts Estimate

1913=14  1954-55 =  1955-56 %,

SPITIits cvessacresnnscsscanssse  24a0 116,44 120,0 6.2
BEET vosoacavensococsancacnascs  13e7 251,0 24,5.0 12,7
TODABEO <ovsavsessennsosnnconsars 18:3 650,2 - 660,0 3.2
0il, €tCe cecvocvovononscronses 0,8 304.7 320.0 16.6
PUrchase T8X soescevercronsenans - 31,8 367.8 19,1
Be‘t‘bil’lg Ve 000 E P IO DB OEOOD S IN A O NE s 2809 28.5 '105
Entertaiment o.vecerecsosscscasn - 1.3 41,0 27
Tmport Duties Act, 1932 .oov... - 62.3 70.0 3,7
Other 1tems .secvecrcovccsncesss 18,4 75.1 75.5 _ﬁ3.9
Total DUTLieS cecevecvsncnavcoes  1D:2 1,871.7 1,927.8 100.0

#Provisional.

Tor source, see Appendix.

IT. INLAND REVENUE DUTIES

Irocome Taxes on Individuals

Individuals pay incame tax and surtax.

The rate of income tax is expressed as so many shillings and pence in the £.
The current rate is 88,64 in the £, i.e. 42 1/2°, This is known as the standard
rate,

In calculating income tax essential working expenses are first deducted
from gross salary. Then various tax free personal or dependants! allowances (or
exemptions) - e.g. the single person's or married person's allowance, children's
allowance, etc., are deducted, including a percentage of the earned income, as
distinet from the income from investment, The remaining income, known as taxable
income, is assessed at different rates per slice of income, ranging fromlllﬁ% to

42 /%%,

Married couples living together are normally taxed jointly, but separste
assessments may be requested specially. There is no saving by being agsessed
separately, '

There are special concessions for old people, ‘and for those living on a
graell. dnvestment income.

A single person with an amnuel earned income of £500 pays an effective
rate of tax of 11%; on £1,000, 24%; on £5,000,46 1/2}; and on £100,000, 8%5. A
married man with three children pays no tax at all on an annual earned income of
£5C0; 'B% on £1,000; 43 on £5,000; and 8% on £100,000,
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Since 1944-45 all wages and salary earners have had income tax deducted
from their earnings under a Pay As You Barn scheme (P,A,Y.E.) ( see Table IV),
Surtax is still paid directly to the goverrment.

Surtax is payable on gross income over £2,000 per annuin, and is assessed on
the separate slices of income over that amount: e.g. on the sllce of inccme between
£2,001 and £2,500 the surtax is at two shillings in the £, or 1%. The highest
rate is on tha+ slice of income above £15,000 when the surtax LSJ5CV Thus on this
particular slice of income the combined taxes (income tax and su_rtax) are 92 1/2,
A high income recipient thus has several slices of income _XSSGDSéd at various rates
(sce Table V for details of surtax incomes), :

The incidence of personal taxation is showm in Table III.

Table ITI

DISTRIBUTION OF PERSONAL INCOME

Range of net income Nurdber of Inc}omes
after tax 1952-53 |Effective
Tax Rate 7 «

C£250 - £500 10, 530, 000 ‘5,0
£500 - £750 ly., 60L,, 000 6.7
£750 - £1,000 807, 000 134
£1,000 - £2,000 507,450 - 26,9
£2,000 - £,,000 : : 110,180 . 55,1
£4,000 -  £6,000 1,335 . 88,0
Over =~ £6,000 35 - 95,8
- 19,800,000 11.5

It will be seen that only 35 pc,ople in 1952~53 had a net :|.ncome after tax
of over £6,000 (4$16,800),

For source, see Appendix,
»Calctulated by B.I.S.

Table IV

TNCOME TAX UNDER P,A,Y,E. (Schedule E) | _

No. of Schemes No. of Employees Total Total tax

Remunieration  deducted

(thousands) (millions) (£ m, ) € m.)
'191;.}4."'192{-5 ¥ o seescesveane 6J+O 17'0 24"027 565'7 ;

/1951-1952 LEE R A L R B B Y B 890 19'7 73810 661.6
"952"1953 sess 02N 880 19‘6 8’375 %618

# First year of operation
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Table V

INCOMES SUBJHCT TO SURTAX:

No. of persons Total income Net Tax

assessed assessed assessed
9131l s e sewersesencences 14,008 175.6 3,2
1051=82 it nosansnnssa 247,140 1,029,1 126,44
1952253 4 iurceecrcossenoas 241,228 1,007.6 123,0

#Lower incame limit was £5,000 in 1913-14 and £2,000 in the other two years.
The tax was called super-tax in 1913-14. For source, see Appendix,

Income Taxes on Corporations

Corporations are liable to two taxes: income tax and profits tax on dis-
tributed and undistributed earnings. Incame tax is assessed at the standard rate,
L2 1/2%; +the tax on distributed profits is 22 1/2% and on undistributed profits
2 1/2%. The profits taxes are not deductible as expenses for purposes of
calculating incane tax.

In effect, therefore, the corporation taxes thus currently range fram L5%
to 59.2% according to the amount of earnLngs distributed (For calculations, see
U.X. Income Tax" TID 729.)

Corporations deduct income tax at the standard rate when paying dividerds
and interest, this incame tax being regarded as having been paid by the recipient,
shus entitling him to this credit, or, in appropriate cases, to a refund. The
corporations do not hand over the amount deducted to the Inland Revenue unless
the dividend payment was made out of profits which had not been taxed.

Death Duties (Bstate Duty)

There is now only one inheritance tax - Death Duties -~ in force in Britain.
Legacy Duty and Succession Duty were repealed by the Finance Act 19L9.

Ii the net capital wvalue of the estate is £3,000 or less, no estate duty
is payeble. On estates above £3,000 the rate of duty ranges from 1% on estates
valued at £3,001 ~ £,,000, to BOﬂ,on estates worth above £1,000, 000, The rates of
tax are graduated according to the value of the estate, the tax being calculated
at so much per cent on the total value of the estate, not different rates on
different slices.

Stamp Duties

These are payable on many common transactions, e.,g. on checks, recelpts
for £2 or more, agreements, and transfers of property.

Other Duties

These comprise such taxes as Land tax, minersl rights duty. They yield
comparatively small amounts,
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!
i

Approved For R(ﬁase 2000/08/25 : CIA-RDP70-OG%”1 R000200090024-0

-6 -

I1I. CUSTQHMS AND EXCISE DUTIES

These levies form a most important part of total tax rece
(See Table II) Of the total cost of cigarettes, for instance, aj
is tax, Most of these duties have been in force for many years,

Purchase Tax (a form of Sales tax) is an exception to Jc;hi
this tax having been in force since October 21st, 1940, It is a
wholesale level, on the wholesale price, and then passed on to th
consumers, Many articles such as food, books, fuel, etc., are ex

I.D. 1175

ipts in Britain.
out 80 per cent

s general rule,
tax levied at the
e retailers and
empt from purchase

tax, but rates range wp to 75%, €. g. on fur coa’cs.

Iv. OT“]LR CIENTRAL GOVERNMENT TAXES

The tax on motor vehicles is in a separate category, comijmg under neither

the Inland Revenue nor the Customs and Excise.
collected at a local level.

It is central goverrment tax

The Weekly payment for National Insurance is sometimes relcarded as a tax,

although it is in effect an insurance premium,
V. LOCAL TAXES

Local real estate taxes in Britain are coamonly known as
nssessed on the rental value of occupied property (after expenses

Trates",

They are
of upkeep), which

latter is multiplied by the rate in the £ (e.g. 17 shillings in 1%
|

to produce the tax payable,

he £, equal to 85%)

Small amounts are also collected by local mun1<31pa11tles ’f‘rom licens

duties, fees, tolls, etc.

The revenue of local authorities from rates in 1954 was &

APPENDIX
SOUFCE MATERIAL

Tables I and II  "The Economist" (London),

April 25th, 1953, page 300, and Financial Stat

Records and Statis‘c:id

), 60 millicn,

s Supplement,
ement (1955-56),

Table III Anmual Report of the Inland Revenue, 1953- )lq
(c:d. 9351, page 71)

Table IV As for Table III, page 69

Table V As for Table III, page 80, and "The Ecoromist"

Supplement (as for Table I) page 299,
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SHORT BIBLIOGRAPHY

Official Documents

The two main sources of information on tax collection in Britain are the
anmual reports of the Commissioners of Inland Revenue and the Commissioners of
the Customs and Excise., The latest reports available in both cases are those for
the year ended Maxch 31st, 1954

Inland Revenue: Cmd. 9351 1425 (135 pag_,es%
Customs and Excise: Cmd, 9358  £1.60 (195 pages

Tnformation on nationsl finances is given in four White Papers published
annually and entitled:

1% "Pinancial Statement"

2 "Pinance Accounts of the United Kingdom"
3; "National Debt"

L "Public Incame and Expenditure".

Useful information on Customs and Excise duties in general and on the
Purchase Tax in particular is given in the

"Report of the Committee on Tax-Paid Stocks", Cmd, 878L4; L45#£; B8 pages.
A1l these official documents may be borrowed from cur library on the inter-
1ibrary loan system (spplication forms are available from the librarian), or pur-
chased from our Sales Section, or referred to in our Reading Room at Roam L42L,

R.C.A, Building, 30 Rockefeller Plaza, New York 20, N.¥, It is open from 9 a.m.
to 6 p.m., Monday through Friday.

Books
A good account of the British tax syatem is given in:

"The Burden of British Taxation" by G. Findlay Shirras and L. Rostas,
(Cambridge University Press, and the MacMillan Co.,
1943, 240 pages).,

This book is available both on library loan and for reference in our
Library.

GVA/kh

Approved For Release 2000/08/25 : CIA-RDP70-00241R000200090024-0



